Sickness Insurance in Central Europe and its Lessons for us in the United States by Winslow, C.-E. A.
SICKNESS INSURANCE IN CENTRAL EUROPE AND
ITS LESSONS FOR US IN THE UNITED STATES
C.-E. A. WINSLOW
The leaders of American medicine and American public health
are beginning to give serious thought to those fundamental prob-
lems of statesmanship which underlie the relations between phy-
sician and patient. It is suspected that many persons, particularly
those of moderate means and those who reside in rural districts,
are not receiving the medical care they need, even in our rich
and fortunate country, and that many who receive free medical
care could pay for the service rendered if they were aided in doing
so by the development of some plan for the accumulation of a
financial reserve for the emergency of illness. On the other hand,
there is reason to believe that the practicing physician is often
failing to make a living commensurate with his long and costly
training and that the work he does sometimes suffers in quality
from the lack of technical equipment and organized consultation
service.
It is for this reason that the Committee on the Cost of Medical
Care has been organized with Dr. Ray Lyman Wilbur, now Secre-
tary of the Interior, as its chairman and with a representative
membership of physicians, public health experts, economists, and
prominent citizens. This committee includes such leaders of the
medical profession as Dr. M. L. Harris, President of the Amer-
ican Medical Association, Dr. Olin West, Secretary of this Asso-
ciation, Dr. G. F. Follansbee of Cleveland, and Dr. W. P. Bowers
of Boston. For us, it is interesting to note that, of the small exe-
cutive committee in direct charge of the work, two members (Pro-
fessor W. H. Hamilton of the Law School and the writer) are
from Yale and a third (Dr. W. R. Steiner) is from Connecticut.
During the next four years we hope to obtain basic data as to
existing conditions in the United States and thus make possible a
united policy and avoid the conflict between the medical pro-
fession and the public such as has developed in so many countries
when this problem has suddenly become acute.
Methods of medical organization adopted in Europe, particu-
larly in Central Europe, are, it seems, not directly applicable inYALE JOURNAL OF BIOLOGY AND MEDICINE
America on account of wide differences in political structure, in
social conditions, and in national psychology. We can surely learn
something, however, from the experience of other nations with
similar problems by observing what mistakes to avoid as well as
what successes to imitate. For this reason it seems worth while to
set down certain reflections based on a study of the present situation
in Germany and in Austria. As a member of a Joint Commission
appointed by the Health Organization of the League of Nations
and the International Labor Office, I have just had the oppor-
tunity of visiting Berlin, Cologne, Hamburg, Nuremberg, and
Vienna to investigate the relations between the sickness insurance
funds and the public health services. Our group (a Belgian, a
Czech, an Englishman, a Frenchman, two Germans, a Hollander,
an Italian, a Pole, a Jugoslav, and myself) was shown every
courtesy and given every opportunity to see all that would interest
us, and some of us secured unofficial personal interviews with
representatives of the organized medical profession in order to ob-
tain a complete view of the situation.
A solution for the problem of providing medical care for the
general population has been sought almost universally in Europe
through the medium of sickness insurance. To take the German
law as an example, every wage worker earning less than 8ooo marks
a year must contribute a fixed proportion of his wages, to which the
employer must add a similar proportion, to form an insurance fund
providing cash benefits and medical attention in case of illness.
In most countries sickness insurance forms a part of a wider program
of insurance which provides for industrial accidents, for invalidity,
for unemployment, and for old age, as well as for sickness. Taking
all these forms of social insurance together the German worker
contributes to insurance funds 8.5 per cent of his wages and the
employer contributes 5 per cent more.
Sickness insurance, to return to the particular type of social
insurance in which we are here specially interested, has been com-
pulsory since I883 in Germany, since I888 in Austria, and since
I89I in Hungary. Between 1900 and 1913, the compulsory in-
surance was accepted by Great Britain, Luxemburg, Norway, Rou-
mania, Russia, and Serbia. Since the Great War, Bulgaria, Czecho-
slovakia, Greece, Jugoslavia, Poland, and Portugal have been added
to the list. A comprehensive social insurance law goes into force
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in France next January, and Holland will follow suit a little later.
Denmark and Switzerland have highly developed voluntary sys-
tems but have not adopted the principle of compulsion.
The spread of a sickness insurance program to every important
country of Europe except Italy, Spain, and Sweden is evidence
of the practical value of such a system of providing for the emer-
gencies of illness; and, from a theoretical standpoint, the plan is
vigorously defended as providing the worker with relief in time
of need which he can accept as a right, and not as a charity, because
he has already paid his share toward it. On the other hand, the
compulsory feature of such legislation suggests to the American
mind a paternalistic regulation of the welfare of a working class
set apart from the rest of the community,-a concept which we are
somewhat slow to accept. Perhaps when we come to a serious
consideration of social insurance, something like the program of
Denmark may serve our needs without the sacrifice of personal
liberty involved in a compulsory program. The Danish system is
entirely voluntary but is supervised and subsidized by the Govern-
ment which contributes 30 per cent of the total fund (approximately
equal to the fraction contributed by the employer in Germany). In
spite of the voluntary nature of the plan 63 per cent of the total
adult population of Denmark were covered by this system in I925,
-higher than the corresponding proportion compulsorily insured
in Germany. Denmark has perhaps the most evenly distributed
prosperity and the highest level of intelligence of any country
in the world. The cultural level in certain American states, how-
ever, approaches Danish conditions with sufficient closeness to offer
some hope of success in the field of voluntary insurance.
The problem in which we are here specially interested is the
relation of the physician to the program of social insurance. Nearly
all systems provide for medical as well as for cash benefits. Rough-
ly speaking, about half of the insurance fund is spent on cash bene-
fits and half on benefits "in kind". In Denmark, the cash benefit
is only a quarter of the total. As regards the medical profession,
the first fundamental result of a sickness insurance program is to
provide really vast sums of money to be used in payment for medical
care. In I927, the five major insurance fund budgets in Germany
were as follows:
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Manual workers' sickness fund I,487,000,000 marks
cc cc invalidity " 873,000,000
" " accident '4 290,000,000
Miners' o208,ooo,ooo
Non-manual workers' sickness fund 129,000,000
2,987,000,000
This makes a total annual budget of nearly 750,000,000 dollars.
Taking the workers' sickness fund as an example, 35 per cent of the
total fund goes for cash benefits, 27 per cent for medical and dental
services, I3 per cent for drugs and medical supplies (obviously much
too high a figure), iO per cent for hospital care, and i5 per cent
for all other purposes. To put it in another way, the 20 million
persons insured in these funds and their employers are compelled
to lay aside about i6 marks per head, or $8o,00o,000, for pay-
ment of doctors and dentists, a contribution on the part of that
part of the population which, in America, largely receives free
medical care. Eighty per cent of the doctors in Germany do work
for the funds and it is estimated that half the total income of the
medical profession and more than half the cost of all hospitali-
zation in Germany come from the funds. Whatever differences
exist as to details, it is safe to say that the medical profession bene-
fits very greatly in a financial sense from such a program.
Psychologically, however, the picture is a very different one.
In almost every country there has been a more or less acute con-
flict as to details of organization between organized medicine and
the insurance funds; and in many countries it is probable that the
dignity and independence of the profession has suffered in this
conflict.
The most fundamental problem involved is that of "free choice"
of physicians; and a visualization of this problem is immensely
complicated by the fact that the relation of the physician to the
insurance fund is so different in the several countries and for diff-
erent insurance groups within the same country. England stands
at one extreme, with complete freedom of choice. "Any registered
medical practitioner has a right to place his name in the list of those
who are prepared to undertake service on the terms and conditions
for the time laid down, and an insured person is entitled to select
his own doctor (subject to the doctor's consent) from the list of
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those available in the district in which he resides." So satisfactory
is this plan to the profession that, when the Ministry of Health
recently threw the whole question open for consideration, the
elected representatives of the panel physicians voted 99 to I against
any change.
At the other extreme are the systems in force in such countries
as Roumania, Russia, and Jugoslavia where medical service is
furnished to the insured only by salaried district physicians, so
that there is no freedom of choice whatever.
Austria and Germany stand between these two extremes. In
Germany, free choice is the general rule, though in the larger cities
the insurance funds maintain diagnostic clinics and treatment centers
where salaried physicians furnish consulation service, and where
laboratory tests and facilities for physiotherapy are provided. In
general, the relation between the funds and the doctor are strained,
particularly in the urban districts. In Berlin, open war broke out
in December, 1923. The medical association refused the terms
offered by the insurance fund, and the fund proceeded to open its
own polyclinics staffed by its own full-time salaried physicians.
By March, I924, 33 of these polyclinics were in operation. In
I927, 737,303 persons were treated by the salaried staff of the
insurance fund clinics, 1,799,6I2 visits being made to the clinics
and 297,8I5 visits to the homes. The total cost to the insurance
fund was about half the cost of medical care, medicine, medical
supplies, etc., under the system of treatment by private physicians.
In I927, however, the vigorous opposition of the medical pro-
fession secured an official ruling that the polyclinics of the insurance
fund should no longer treat insured persons. For the past two
years a reduced number of insurance fund polyclinics have been
operated for the treatment of the members of the families of the
insured (whose legal status differs from that of the insured them-
selves). We have today the curious spectacle of an insured man
enjoying the privilege of free choice and individual treatment by
a private physician in his office while the wife and children of the
insured have the advantage of the less individualized but more
scientifically organized service at an admirably equipped polyclinic.
It would be interesting to hear husband and wife compare notes as
to the two systems.
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In Austria, for reasons of economy, the manual workers and
the larger groups of clerical and office workers are served by
salaried district physicians, while those cared for by the more pros-
perous funds, such as those of the railway workers and the public
employees, have free choice of doctors. In some of these funds
the principle is carried so far that an insured person may even
consult a physician who does not accept the terms offered by the
fund, although in such a case the patient must of course make up
the difference between the physician's charge and the fee allowed
by the fund. The medical profession in Austria is perhaps on
better terms with the insurance funds than is the case in Germany,
partly because the salaried district physicians of the funds are al-
lowed to do outside practise and partly, as I was told on excellent
disinterested authority, because the profession as a whole in Austria
is animated by a somewhat unusually high ideal of patriotic service
in the crisis which their country is meeting. Leading public health
authorities in Vienna believe that free choice is ideally desirable
and justify salaried medical service only as a temporary concession
to economy. The same opinion was expressed to me by a prominent
insurance fund official from Czechoslovakia.
It must not be assumed that even under a system of free choice
the insurance funds and the medical profession cooperate in a
spirit of peace and harmony. Under any system of per capita or
per treatment payment which the medical society and the fund may
agree upon, there is humanly certain to be dissatisfaction on the
part of the more conscientious physician, while the less scrupulous
tends to swell his income at the expense of his medical conscience.
In Germany there is a class of practitioners called by their con-
freres "Kassenldwen" (lions of the fund) who see between 20
and 30 cases an hour. There is a tendency under any insurance plan
to overtreatment; and, in particular, light treatment and various
forms of physiotherapy are, in Germany, carried to what the ju-
dicious consider ridiculous extremes. Since the physician must
certify to the right of the worker to cash benefits, the most popular
physician will be the one who has the broadest conception of phy-
sical disability. The fact that the average time lost per worker
through illness has risen in Germany from six days a year prior to
I900 and seven to eight days a year just before the war to I2
days a year in 1925 is certainly not due to an increase in the amount
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of illness, as the declining death-rate shows. This increase is partly
due to a change in the age composition of the population, and partly
to an increase in a really desirable allowance for existing illness, but
largely to unemployment and the success of the unemployed in ob-
taining certificates of illness to which theyare not really entitled (un-
employment benefits are of recent date and are lower than sickness
benefits). In Denmark the days lost through illness have remained
between five and six a year.
To control such conditions the funds are almost forced in self-
defense to introduce measures of control which are regarded by
the medical profession as intolerable interference between physician
and patients. In Berlin we were shown charts worked out in the
statistical office of the Central Insurance Fund to indicate for in-
dividual physicians the cost of lost time, medical treatment, and
drugs for particular diseases in comparison with the general average,
-obviously looking toward an irksome standardization. In
Nuremberg it is the aim to have every patient examined by the
"confidential" salaried physicians employed by the insurance fund
as a check on the work of the outside physician in charge of the
case. Incidentally, however, relations with the medical profession
seemed particularly good in this city, probably because of the fact
that the fund contracts with the medical society to pay to the society
a fixed yearly per capita sum (i8 marks) for each insured person
and the medical society distributes this sum to its members on the
basis of treatments rendered, thus freeing the fund of many awk-
ward decisions in the field of medical ethics and economics.
- The general problem involved in regard to the relation between
physician and patient is really separate and distinct from the prob-
lem of social insurance. It is essentially the question of personal
versus institutional medicine. We can have sickness insurance with
individualized medicine (as in England), or with organized med-
icine (as in Russia), or with all grades between (as in Austria). So
we can, and do, have in the United States every gradation from
individualized medicine in rural districts without hospitals to or-
ganized medicine like that furnished by certain industrial firms
to their employees. There is no doubt that organized medicine is
cheaper than individualized medicine; the German and Austrian
experience demonstrates this. It is also more efficient from a purely
technical standpoint; it provides x-ray and laboratory facilities,
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methods of physiotherapy, and expert consultation services which
the individual practitioner can rarely enjoy. The great defect in
England's present program lies in the fact that only such medical
care is provided as "does not involve the application of special skill
or experience of a degree or kind which general practitioners as
a class cannot reasonably be expected to possess".
On the other hand, my brief contact with the more organized
services of the German and Austrian funds impressed me rather
strongly with the other side of the question,-the defects of over-
organization. Medicine is a highly complex science, but it is also
a highly refined art. In a given instance the personal relation
between physician and patient may be quite as important a thera-
peutic agent as a $iooo ultra-violet machine. We saw an astound-
ing amount of apparatus for physiotherapy in Germany and Austria;
but we also saw signs of a type of institutionalism which may easily
defeat the highest aims of medical service. The crowding of pa-
tients, the lack of decent privacy, and the hasty treatment (in one
instance, a doctor, an assistant, and a nurse handled 30 patients
an hour) would never be tolerated in the United States,-although
it is unfair to apply our standards to cities suffering from economic
handicaps of which we have no conception.
There is, however, real danger in over-organization; and there
is danger in any movement which tends to injure the morale and
lower the professional standing of the general practitioner. Our
problem is to secure a maximum of the technical benefits of or-
ganization with a minimum sacrifice of the psychological advantages
of individualized medicine. Perhaps the program outlined by
Lord Dawson, in England, some years ago and that embodied in
the New York State law drafted in I923 by the late Dr. Hermann
Biggs, offer the most promising lines of experimentation for the
future. Both contemplate the development by the community of
local hospital and outpatient facilities with laboratory and con-
sultation services,-these medical centers, however, to be managed
and directed for the use of the private practitioners of the district
served, and with the active cooperation of these practitioners in
their control.
On the whole, and in spite of the difficulties and drawbacks
which have been discussed, there can be no reasonable doubt that
the sickness insurance systems of Central Europe have vastly im-
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proved the medical care of the industrial worker,-both by provid-
ing money to pay for ordinary medical service and by developing
essential institutions in the form of hospitals and out-patient ser-
vices. The consultation clinics at which physicians of the funds can
obtain laboratory and consultation service and special treatments
for their patients represent contributions to community medical
organization. The fund for the office and commerical (non-man-
ual) workers of Vienna maintains an obstetrical and gynecological
hospital and clinic which could scarcely be equalled in the United
States, and the Cecilienhaus for women's diseases at Berlin is an-
other admirable institution of similar type.
One of the reasons often advanced for a system of sickness
insurance is that it will tend to replace curative by preventive
medicine. Indeed, the term "health insurance" has often been
used in the United States instead of "sickness insurance" in order
to foster such an implication. It is an implication which, on the
whole, seems scarcely justified. At the Krupp works at Essen,
the local insurance fund for a time offered periodic health ex-
aminations to its members but was forced to abandon the plan on
account of financial stress. I have heard it said that half of the
panel physicians in England are developing a preventive viewpoint
in regard to their patients, but I suspect the estimate to be optimistic.
Certainly I gained no idea that such an attitude dominates the
general run of German practice.
In indirect ways, however, the insurance funds are making
contributions of the first importance to the general cause of public
health. They not only maintain, or assist in maintaining, con-
valescent homes, preventoria and sanatoria of various sorts but
take an active part in the community program for the control of
maternal and infant mortality, tuberculosis, venereal disease and
alcoholism. In Berlin, the fund aids the Kaiserin Victoria Haus,
an admirable institution which combines clinical and laboratory re-
search on problems of maternity and infancy with leadership in
the national program of popular health education and organization
for the control of the hazards of child-birth and infancy. In
Vienna, admirable work is being done in the operation of tubercu-
losis and venereal disease clinics and in nursing follow-up of these
diseases. The children of members of the non-manual insurance
fund in this city are followed through from birth until they are
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physically examined before employment and ready to join the
fund in their turn. The local fund of the great Siemens plant at
Berlin operates its own tuberculosis clinic, and the success of its
attempts to secure examination of suspected cases is illustrated
by the fact that in I928, 63 per cent of the patients examined were
pronounced well, I8 per cent had some disease other than tubercu-
losis, and only I9 per cent were diagnosed as positive (only 6 per
cent being open pulmonary cases).
Hamburg has a particularly good system of venereal disease
clinics, and many funds maintain dental clinics for school children.
Both the Cologne and Hamburg funds provide midday meals for
school children. The Nuremberg fund, in I928, distributed 256,ooo
liters of milk as a prophylactic measure. In Cologne, one child out
of ten in the public schools is sent each year to a vacation home or
preventorium, two-thirds of the cost being met by the insurance
funds. Through the special grants which they make to mothers
who breast-feed their babies, the funds secure remarkable results in
the field of infant welfare. In Vienna, 8o per cent of the mothers
breast-feed for six months or more and the infant mortality rate has
been reduced from nearly i6o to a trifle over 8o. Throughout
Germany the insurance funds have played a large part in the pro-
motion of the "Health Weeks" which have had such phenomenal
success in that country in recent years. Many of them assist in
popular health instruction by lectures, leaflets, and exhibits and the
Central Union of German Sickness Funds publishes a monthly
magazine, "Gesundheit".
Most of the health activities of the insurance funds are carried
on, in both Germany and Austria, under a form of organization
known as the Gesundheits-Arbeitsgemeinschaft (Gesag) which is
defined for Germany in a recent law of February 27, I929. The
"Gesag" is a union of official and voluntary health agencies, in-
surance funds, and the medical profession for Gesundheitsfiursorge
(a term which cannot be adequately translated,-"health promo-
tion" perhaps approaches the concept) as distinct from Gesund-
heitspflege (traditional "health protection" by sanitation and com-
municable disease control). Gesundheitsfursorge as actually prac-
ticed by the "Gesag" deals with the "social diseases" such as tubercu-
losis and venereal disease, with the problems of maternity and in-
fancy, with alcoholism, with industrial hygiene, and with housing.
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It should be noted that the Arbeitsgemeinschaft is something
far more definite and more powerful than what we think of in
America as a Health Council. In the first place, it is a legally
constituted institution, with clearly outlined powers and duties,
and, in the second place, it is not merely a committee of con-
ference but in many cases an actual operating agency,-a "union
for work".
At present, the initiation of cooperation in a given task under-
taken by the Gemeinschaft is voluntary. The bodies concerned
should cooperate, according to the law, not must cooperate. In
actual practice, the joiInt activities in Hamburg, Cologne, and Nur-
emberg seemed to us to be quite completely under the practical
direction of the local health officers. Insurance fund officials,
however, were frank in stating that the "Gesag" organization
should be made compulsory,-a condition which would subject
the health officer, representing the community as a whole, to possible
control by groups representing certain classes only. 'rhis is an ex-
ample of the tendency to create out of the powerful insurance funds
an imperium in imperio which seems to the writer fraught with
possible danger.
To summarize these somewhat random reflections, there appear
to be three more or less distinct fundamental problems involved:
the provision, by some application of insurance principles, of a
reserve fund for the emergencies of illness; the establishment of
an organized collective relation between physicians and patients;
and the possible contribution by insurance funds toward the pro-
motion of preventive medicine.
The general principle of insurance against illness seems an
essentially sound one and appears capable of improving medical
care on the one hand and increasing the aggregate income of the
medical profession on the other. It seems to the writer, however,
that the possibilities of voluntary insurance should be thoroughly
explored before resorting to compulsion in the United States.
The development of an increasing degree of organization in
the provision of medical service seems inevitable and desirable, quite
irrespective of the application of the insurance principle; but what-
ever is done in this direction should be done with the view to a
minimum sacrifice of the personal relation between physician and
patient and to the maintenance of the morale of the general prac-
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titioner. The plans suggested by Lord Dawson in England and by
the late Dr. Biggs in the United States are deserving of careful
study from this point of view.
Finally, sickness insurance funds may furnish invaluable aid
to the general cause of public health, as certain of our life insurance
companies have already done in the United States; but such activi-
ties should be conducted (as has been the case in the United States)
in strict accordance with the policies of constituted public health
authorities.